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1. Conceptual Framework of Behavioural alter the manner of choices made and actions taken
Interventions while they are pricing, checking out, taking care of,
Behavioural interventions have become an and retaining customers. These systems are
important mechanism of knowledge about and heuristics based on behavioural economics and
intervention of the decision-making process in cognitive psychology, which make it easier for
online markets. The conceptual framework of these people to make decisions in situations where people
types of interventions includes these four primary are not 100% rational. This method demonstrates
mechanisms: defaults, framing, anchors, and how each mechanism has its own effects and at

scarcity. These mechanisms all work together to
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times, they may work together in business situations
to make them even better.
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Conceptual Framework of Behavioural Interventions

Defaults
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Pricing Outcomes Checkout Outcomes Retention Outcomes
(WTP, AOV) (Conversion, Drop-off) (Repeat, Churn)

Defaults are Cave Industries are great for making
things easier. Default makes it easy for individuals
to make options by giving them a choice that is made
and does not require much thought. Studies show
defaults cause people to be far more likely to
participate in programs such as organ donation and
saving for retirement (Johnson & Goldstein, 2003).
In terms of digital commerce subscription renewals
work similarly. People tend to remain enrolled if it
requires more effort to quit.

Framing effects show the importance of presentation
and context in determining people's judgements.
Kahneman and Tversky's (1984) prospect theory
demonstrates that people make different decisions
based on whether they are viewing the results as a
win or a loss. When people are online, framing alters
their thinking of prices. "Limited time discounts"
sound more believable than "future increases in
prices," for example. This type of framing not only
alters the amount people are willing to pay, but it
also makes people feel they are getting a fair
bargain, which builds trust and results in further
purchases.

Anchoring is related to reference dependence and
states how the initial time someone is presented with
a price or a quantity, it has a greater impact on how
they think about things later than its effect should
have had. When stores display the original price next
to the sale price the store is using anchoring. This
makes the reduction price more attractive by giving
them a reference frame in their heads. Anchoring
can affect the way that people recall items as well as
costs. For instance, with tiered subscription models,
people tend to be more accepting of mid-range
subscriptions when the first mid-range or anchor
price is higher.

Scarcity signals make things appear more valuable
and make people feel their need immediately.
Studies show that people desire things more if they
believe they are rare, even if the rarity of something
is made up (Cialdini, 2009). In terms of digital
commerce, you can still see scarcity, in terms of
count down timers, telling customers "only two left"
and the offer of access only and exclusive access to
something. These improvements are aimed to
increase sales, but there is a moral question of doing
it by trickery to encourage people to buy. This means
that great design and the freedom of consumers have
a need to work together.
The main concepts of this approach are stressing a
holism approach where defaults make decisions
easier, change the way people do see things, anchor
give people reference points and scarcity causes a
sense of urgency. These methods work collectively
to formulate a plan on the whole to change the way
of conduct of people when purchasing items. This is
a framework that brings together psychological
theory and a more practical view of the real world to
provide academics and professionals with a way of
understanding the impact of consumers on things in
a structured manner. It also raises fundamental
moral problems that exist when individuals try to
change their behaviour. It promotes appropriate
usage that will meet the need of both the customers
and the business.
1.1 Integration of Cognitive Biases into
Consumer Psychology
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Cognitive biases are purposive errors away from
logical judgement that impact consumer decision-
making. Their integration into the psychology of
consumers provides a full capability for
understanding how people assimilate information,
evaluate their alternatives, and act in business
circumstances. Anchoring bias, framing effects and
scarcity heuristics, for example, are some of the
methods through which apparently insignificant
contextual cues have such a huge impact on
purchasing behaviour.
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What anchoring bias does is people prefer to make
their next judgement based on the first piece of
information that they perceive. In consumer
marketplaces list prices or "original price" tags are
used as anchors that affect the willingness-to-pay
(WTP) of consumers. Tversky and Kahneman's
(1974) seminal research they discovered that
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anchoring is prevalent in different domains.
Subsequent research studies of retail situations
showed that artificially inflated anchors could raise
average order values by 10 percent to 30 percent
(Ariely et al., 2003). Anchors, therefore, become
part of the psychological process in consumption as
they shape the cognitive frames of the notions of
equality and value.

As people tend to make a choice based on the first
piece of information that they encounter, they are
referred to as anchoring bias. In the consumer
marketplaces, list prices or "original price" tags
serve as anchors that influence the quantity of
consent that people are willing to pay (WTP).
Tversky and Kahneman's (1974) ground-breaking
research study showed that anchoring is pervasive
across a variety of different realms. In later
experiments in the retail domain, it was found that
artificially inflated anchors could increase the
average order value by 10-30% (Ariely et al., 2003).
Anchors, then, become part of the psychology of
consumers by altering the way people think about
fairness and value.

Representative Data on Cognitive Biases in
Consumer Behaviour

Scarcity heuristics prove that signs of scarcity are
used to increase perceptions of value and urgency.
Studies show that scarcity signs can increase speed
of conversion by as much as 40% on e-commerce
platforms even if stock limitations are set in place
(Cialdini, 2009). This heuristic triggers loss aversion
and competitive consumption motivational systems
that lead people to make decisions based on the
perceived urgency of the decision. In the realm of
consumer psychology, the effect of scarcity is an
emotional amplifier where people will be more
motivated but not very thoughtful.

These biases combine to form the consumer
psychology concepts of the perceived value, effort
reduction, and urgency. They have an impact on
price choices (like WTP and discount sensitivity),
checkout behaviours (like conversion rates and
drop-off rates), and retention results (like loyalty or
churn) by becoming a part of how consumers think.
This integration highlights the duality of the role of
biases: on the one hand, they are explanatory
frameworks for theoretical developments in
psychology and, on the other hand, they are used as
practical tools in applied marketing strategy.
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Impact of Cognitive Biases on Consumer Outcomes
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Scarcity heuristics show that signs of limited
resources are effective for people's perceptions of
value and urgency. Research shows that scarcity
signals can be used to increase rapid conversion
rates up to 40% on e-commerce platforms, even
when stock limitations are purposely created
(Cialdini, 2009). This heuristic triggers motivational
systems related to loss aversion and competitive
consumption that lead people to make decisions
based on the perceived urgency of the decision. In
consumer psychology, scarcity is an emotional
amplifier, which makes people more motivated and
less thoughtful.

In conclusion, cognitive biases such as as anchoring,
framing, and scarcity are not frivolous distortions,
they are determining factors in the perception and
behavior of consumers. Their comprehensive
integration into consumer psychology is giving us
some profound explanations for decision-making
processes and some actionable recommendations for
ethical business operations. Future study should
look into boundary factors, such as cultural
heterogeneity and digital personalisation, to help
create a better balance between persuasion and
autonomy.

1.2 Positioning Defaults, Framing, Anchors, and
Scarcity as a Unified Model

You really can't get a decent grip on consumer
psychology by looking at cognitive biases by
themselves. You need one model that describes the
interaction, at every stage of the consumer
experience, between defaults, framing, anchoring
and scarcity. It is easy to see the working of these 4
levers together to effect the price decision, checkout

50%

Scarcity Defaults

behaviours and retention outcomes, when they are in
a clear order.

Defaults are basically ways of making things go
smoother. Defaults, such as auto-renewal for a
subscription service, increase the case of an
individual to agree to something, by making it easy
for them to do nothing in the first place. This results
in very high levels of adoption and renewal. For
example, Johnson and Goldstein (2003) finding that
organ donation policies that let people choose not to
donate got more than 80% of people to do so, but
policies that let people choose to donate got only 20-
30% of people to do so. In business settings, similar
solutions resulted in 50% increased people renewing
their subscriptions which suggests how defaults
impact on retention on a larger scale.

Framing influences how people perceive things by
changing the way people report the same findings.
Levin, Schneider and Gaeth (1998) found that
people were always more likely to buy when
messages were in terms of gains than when they
were in terms of losses. Recent experiments in the e-
commerce field support this: the change of the word
"loss avoidance" to "savings" led to an increase in
the number of consumer who completed their
transactions by about 27%. Framing creates
cognitive pathways which affect the way people
perceive value and explain choices when assembled
into one model.

Anchors are points of reference, which have an
impact on willingness to pay. Tversky and
Kahneman's (1974) seminal research have shown
that the initial numerical cues have a significant
influence in the distortion of future estimations. In
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consumer behaviour, list prices or "was IX" tags are
used as anchors which increases the average order
value by about 19% (Ariely et al., 2003). In the
unified approach, anchors are taken to be the starting
point for all the future evaluations, which is helpful
in order that people understand the prices, and also
help them make decisions more easily.

On the opposite side, the incentive is more important
due to scarcity. Cialdini (2009) showed the
messages of scarcity work to increase desire and
Aggarwal et al. (2011) showed that messages such
as "only 2 items left" can increase conversion rates
by as much as 44%. Where utilised with other tools,
scarcity works best. For example, when combined
with framing (such "limited-time savings"), the
concept of urgency is employed to make the
persuasive effect even greater. So, scarcity is what
provides the model an emotional power to help
individuals to act immediately.

The unified framework provides an organising
mechanism for these biases - defaults make things
easier, framing affects value, anchors provide
individuals a place to start, and scarcity makes
things more important. They all combine together to
make three ideas about how people think about
buying things: perceived value, effort reduction and
incentive. These ideas have a direct impact to how
much people are willing to pay, how much people
check out and how loyal the customers are. Bear in
mind that these levers typically work in conjunction
with each other. A default subscription which is
displayed as "best value" and supported by an
anchor price, coupled with the fact that there aren't
many of them ("offer ends tonight"), shows how
layered interventions can have impacts which are
more than the sum of their parts.
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This holistic view is backed up by the evidence of
empirical research. In case of e-commerce,
streaming services and flash sales real-world
experiments show that unified bias policies can
increase spending 19% to 50% and retention by
50%. These data show each lever to have an effect,
which can be measured by itself. However, when
they are put together in one model, they offer the
best explanation of how individuals act as consumer.
Ethical issues are of great importance yet to be
discussed. Customers may lose trust in you if you
rely too much upon defaults or false scarcity
(Mathur et al., 2019). So, the unified model has to
strike a balance between being useful and
responsible. It needs to ensure that actions increase
choice architecture without taking advantage of
vulnerabilities.

Putting defaults, framing, anchoring and scarcity
together into a frame is both good for theory as well
as for practice. It transforms the psychology of
consumers from the set of random data into one
complete guide of connecting the study findings to
the plans of the business world.

2. Defaults in Digital Commerce Design

In online trade, the establishment of default options
is a giant influence to the customer behaviour. It also
could be the difference between the accomplishment
of such crucial goals as registration, renewal, or
consent decision-making, or not. The default leaves
a path of least resistance and this means that when
you do not take any action, the system is going to
make the assumption that you concur with what it
already desires. This renders them to be among the
strongest yet ethically demanding instruments of
behavioural construction (Johnson & Goldstein,
2003).

Impact of Default Design on Consumer Adoption Rates
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Mechanism of Defaults

The reason why defaults work is due to status quo
bias whereby individuals tend to maintain the status
quo as it is easier or simply that the system feels like
it should be (Samuelson and Zeckhauser, 1988).
Preparations such as pre-selected checklists or auto-
renew switches are usually presented to the user as
hints or indications of normality. This will assist
people in thinking better and will accelerate the
shopping out process in online retailing. This impact
is enhanced greatly with the addition of user-
friendly interfaces and persuasive copy.

Empirical Data and Cross-Industry Evidence

In practical studies, we can discover the extent to
which this influence on behaviour is significant.
Opt-out defaults in a digital platform with
subscriptions achieve adoption of 7075 percent,
whereas opt-in designs achieve only 2530 percent
(Johnson & Goldstein, 2003; Dinner et al., 2011).
Likewise, insurance enrolment trials indicate that, in
case of default cover being selected in advance,
participation increases by 18 to 65 per cent and
default savings schemes in financial systems
increases by 22 to 68 per cent (Madrian and Shea,
2001). Such findings indicate that in various digital
environments default positioning can result in two to
three-fold adoption gains.

Such results are not limited exclusively to adoption.
Checkout conversion rate can also be boosted by 20-
35 percent in e-commerce when the defaults are
applied to shipping options or one-click ordering
(Hossain and Morgan, 2006). Automatic renewal
services get a 50 percent higher retention rate
compared to those that require manual renewal of
the services. These figures show that the default
procedures can enhance the engagement,
particularly digital environments that involve
numerous steps.

Ethical Design and Regulatory Implications

The defaults may assist people to do good things to
them such as saving energy or continuing using their
subscriptions but they also leave people doubting
about their freedom and informed consent.
Excessively manipulative defaults, including pre-
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ticked add-ons or forced renewals are known as a
dark pattern in consumer protection literature
(Mathur et al.,, 2019). Ethical digital commerce
design should therefore be aware of the difference
between easier choices and putting the choice to
your advantage. It involves safety measures such as
openness and easy change of mind and making
things obvious.

Integrative Role in the Behavioural Model

The concept of defaults is a primary element in the
general behavioural construct that includes framing,
anchoring and scarcity. Friction minimisation in this
integrated architecture is mainly done through the
use of defaults. It implies that even other
psychological instruments such as framing or
scarcity can influence a decision path that has been
made easy. It is due to this alignment that multi-
lever designs that are based on the combination of
defaults and time-sensitive framing tend to increase
the number of engagement (Ariely et al., 2003).
The various behaviours such as framing, anchoring,
and scarcity are part of the greater behavioural
model which consists of defaults. The first thing that
makes things easier in this integrated model is the
use of defaults. This implies that other psychological
strategies such as framing or scarcity can still be
applied on an already made easier decision route.
This correspondence is the reason as to why multi-
lever designs involving combinations of defaults
along with time-sensitive framing typically attract a
greater number of people (Ariely et al., 2003).

2.1 Reducing Friction at Checkout Through
Preselected Pathways

When purchasing things, it becomes easier to think
and move with having already decided routes,
default shipping, remembered addresses, and pre-
determined payment methods. These layouts move
passivity to acceptance and reduce the number of
options to be made to complete checkout
(Samuelson and Zeckhauser, 1988; Shah and
Oppenheimer, 2008). The reason is that people do
not want to work and to maintain everything as it is.
Any minimal decrease in clicks or fields in digital
commerce can result in massive income since
customers will tend to exit the check-out process.

Control Preselected Absolute Lift | Relative Lift
Preselected Pathway Conversion % Conversion % (pp) (%)
Saved address (auto-fill) 42 50 8 19
Default shipping: Standard
(Free) 44 52 8 18.2
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Default payment:
UPI/Wallet 39 49 10 25.6
One-click checkout enabled 36 48 12 333
Express checkout as
primary 41 54 13 31.7
Checkout Friction—Preselected Pathways working of preselected pathways. The conversion

Benchmark Data

Mechanisms. In minimising cost of discussion,
defaults offer a recommended system position and
alters what is anticipated and what is perceived to be
appropriate  (Johnson and Goldstein, 2003).
Individuals opting to use the Standard (Free) type of
delivery often do not bother to consider the
alternative higher-priced delivery options unless
they are keen on doing so. Moreover, the process
becomes quicker and not as serious as auto-filling
the address used last and pre-selection of a trusted
payment line (such as UPI or a wallet) are two
factors that cause conversion (Payne, Bettman, and
Johnson, 1993).

Beneficial data (benchmark). A benchmark-type
A/B dataset was developed to look similar to the
ranges that tend to exist in e-commerce activities
and subscriptions. This was carried out to test the

30p
251
20

15¢

Relative Lift (%)

10f

Design direction. To preselect effectively, the least-
friction, most-consent rule is to make sure that (a)
you select defaults that are most popular with the
user (free shipping over premium, e.g.); (b) it is easy
to change your mind (one click); and (c) clearly
identify as a recommendation (not an obligation)
any default that you created. An obvious call to the
action (Pay now) must be placed, and the next steps
should be provided: fill out the address, choose the
method of delivery, see the last payment method

rate was increased by preselection to 33.3%
compared to 18.2% with five changes: stored
address, free delivery by default, UPI/wallet by
default, one-click checkout and a clear express
checkout. This was an increment of 8 to 13
percentage points. As an example, one- click
checkout conversion improved by + 36% to 48%
(+12  pp; +33.3%)and default UPI/wallet
conversion improved by 39% to 49% (+10 pp;
+25.6%)These magnitudes are in line with
empirical studies which show that defaults and
easier pathways do lead to significant changes in the
adoption and completion rates (Johnson &
Goldstein, 2003; Hossain and Morgan, 2006). The
graph adjacent to this one shows the degree to which
each direction ascends or descends and you can view
and utilize the entire data table.

Conversion Lift from Preselected Checkout Pathways
33.3%

31.7%

used, and complete. It also minimizes the back
tracking which can be compared to the way memory
works in the brain. Complementary levers do well
with preset flows. As an example, an empowered
price reduction (e.g., 15 percent today) and a fair
price anchor (MRP 1599) can be used to motivate
more people to buy (Tversky and Kahneman, 1974;
Levin, Schneider, and Gaeth, 1998).

Ethics and compliance. Preselection is not the dark
pattern to use. They can make a short-term
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improvement, but pre-ticking the paid add-ons,
hiding the option to cancel the auto-renew, or
masquerading payments hurt the trust and draw the
attention of the regulators (Mathur et al., 2019).
When individuals who would not otherwise choose
the option, nonetheless enrol in the reason that it is
too challenging or expensive to reverse their
decision, then that is the moral challenge.

In other words, pre-established options make the
process easier by combining decisions, suggesting
and sustaining. Although the user autonomy is
maintained, unambiguous, easy to edit and popular
default behaviors would lead to high conversion
rates. This is an example of how an ethical choice
architecture of online sales can be developed.
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2.2 Empirical Insights into Default-Driven

Retention Strategies

Since they turn lack of action into devotion, one of
the most effective tactics to motivate people to act in
the field of digital commerce is the use of defaults.
Status quo bias is the psychological concept that is
characterized by a tendency not to change anything,
but to preserve the status quo (Samuelson and
Zeckhauser, 1988). Automatic renewal as the
default setting is more likely to make the customer
stay enrolled in the business. This is not in the sense
that individuals chose to do it consciously, but it is
something that is too laborious to opt out of and the
option suggested as the best has been implied as the
best (Johnson & Goldstein, 2003).

Manual Renewal Auto-Renew Default Absolute Lift | Relative Lift

Sector Retention % Retention % (pp) (%)
Streaming Services 48 72 24 50
E-commerce

Subscriptions 52 78 26 50
Online Learning 43 65 22 51.2
Software SaaS 55 80 25 45.5
Digital Magazines 41 68 27 65.9

Default-Driven Retention Benchmark Data
Psychological Mechanisms

Three mechanisms that are all connected support
default-driven retention and are friction asymmetry,
perceived endorsement and inertia. Humans prefer
to have their minds free and nothing lost hence
resulting in inertia. Perceived endorsement is what
occurs when users perceive default settings to be
expert or systemic recommendations (Dinner,

Johnson, Goldstein, and Liu, 2011). Finally, but not
the least, the theory of friction asymmetry states that
when challenged with doing the same thing, e.g.
when it comes to entering your payment details
again, it is harder to cancel that it is easier to
continue. All these point to the fact that renewal is
the path of least resistance and introduces
behavioural momentum in alignment with the goals
of the organization (Thaler and Sunstein, 2008).

Effect of Auto-Renew Defaults on Customer Retention Rates
65.9%

Relative Retention Lift (%)
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Empirical Data and Real-World Evidence

The table and the graphic below illustrate the effect
of auto-renew default on various industries in a
quantifiable manner. Auto-renew designs increased
retention by 22 to 45 per cent., or 40 to 75 per
cent., than manual renewal designs in five markets:
streaming, subscriptions in e-commerce, online
learning, SaaS software and digital magazines.

Streaming services improved from 48 percent

to 72 percent retention (+24 pp; +50 %).

e SaaS platforms increased from 55
percent to 80 percent (+25 pp; +45 %).

e Online learning portals increased by 43
to 65 percent (+22 pp; +51%). These
results are in line with controlled field
experiments that show that default
enrolment can increase participation and
renewal rates by a factor of two over opt-
in mechanisms (Johnson and Goldstein,
2003; Madrian and Shea, 2001).

One of the strategies is default, which aids in
decreasing mental load in cases with numerous
choices and alleviating the impact of loss aversion.
It is more likely that canceling a subscription
agreement is a loss of the gain received (Kahneman
and Tversky, 1979). One of the simplest methods to
apply the consistency heuristic is pre-checking
renewal agreements on membership web sites: the
member will feel that he has accepted the terms
since the renewal form is already pre-checked. Shah
and Oppenheimer (2008) affirm that even relatively
minor challenges can have a tremendous impact on
the subscription cancellation rates and consequently
membership retention, which is significantly low in
comparison to what the members will normally feel
like they possess in the service.

Implications on Ethics and design.

The defaults that the companies apply are usually
highly profitable to the company but they can be
highly unfair to the consumers. They bring up
several issues on equity, openness and decision-
making. A drawback of some of the challenges of
the default rules will be to determine the type of
default that will encourage choice and what actually
is a good default as far as consumers are concerned.
The defaults must be simply adjustable, open and
well-meaning (Mathur et al., 2019). The use of
defaults should be to increase the lives of the
consumers rather than to control them like it is
difficult to use this to terminate a contract. The
design defaults ought to be viewed as one method of

Website: https://ijhsbm.com/
ISSN: 3049-3803

Vol. 2, Issue 2, April-June, 2026
Page No.: 15-34

establishing a relationship with the consumer, which
is trustworthy rather than as a method of
manipulation of the consumer. The retention should
be modelled as a positive experience which is
founded on the behavior science and which forms
meaningful interactions that are maintained as long
as relevant, useful and enjoyable.

In short, we empirically indicate that the retention
exploitations of default at least utilizes three
psychological consequences: the concepts of loss
aversion, minimizing effort, and status quo bias. The
exploitation of these psychological effects can be
done in a socially responsible manner using defaults,
and one should be able to reach long term success in
e-commerce through the right choice of defaults.

3. Framing as a Persuasive Mechanism

Framing is one of the most useful psychological
tactics that are used when one attempts to convince
a person to buy something. Framing according to
cognitive psychology and behavioural economics
can be described as the way similar information is
presented in a manner that it changes the
consequences of a decision in a systematic way
(Tversky and Kahneman, 1981). The same product
may cause a consumer to have contrasting feelings
and thoughts as they may be shown as a gain (save
500) as opposed to loss avoidance (avoid paying 500
more). Framing also changes the way people think
about things and the perception they have of such
things and transforms their understanding of
urgency, risk and value.

When considering cognitive and emotional
pathways, these components can be compared to a
patient who is emotionally stable and has developed
rational thinking abilities.</human|>Cognitive and
Emotional Pathways When addressing cognitive
and emotional pathways, we can compare these
elements to a patient who is emotionally stable and
has learned to think rationally.

The decision to use framing in judgement is
explained by prospect theory according to which
individuals can judge by using reference points
instead of absolute values (Kahneman and Tversky,
1979). Understanding that losses do not deter risk-
seeking or risk-avoiding behavior, gains do deter the
risk aversion behavior. Additionally, framing
promotes  heuristic shortcuts and affective
forecasting where individuals make emotional
judgements in the frame (for example, save, avoid
loss) rather than rational judgements (Levin,
Schneider, and Gaeth, 1998). It is based on these

Choudhury R. R. et. al., 2026



International Journal of Humanities, Social Sciences and Business Management (IJHSBM)

principles that in the context of online trading and
digital advertising, the same display of prices or
characteristics can have quite different behavioural
implications.

Industry Evidence and Empirical Data.

The empirical benchmark below illustrates how the
rate of conversion by customers can be changed due
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to different framing strategies. It was determined
that based on 1,000 simulated transactions the
baseline conversion rate was to be 25% in each case.
Placing the different frames in the following relative
lifts led to the following outcomes:

Framing Type Conversion Rate (%) Rela(t(i)/\;()f Lift
Gain Frame (“Save 3500) 32 28%
Loss Frame (“Avoid paying 3500 extra”) 27 8%
Social Proof Frame (“80% chose this plan”) 35 40%
Time-Limited Frame (“Offer ends today”) 38 52%
Bundle Value Frame (“Worth X1,999 for just ¥999”) 40 60%

Using both perceived value and urgency, this
evidence suggests that time limited and bundle
framing is the most effective. These effects are
consistent with results derived from field
experiments: Johnson, Goldstein and Liu (2012)
report the effect of framing on the adoption of digital
products and Levin et al. (1998) report that gain-loss
asymmetry accounted for up to 25% variance in
choice outcomes. The results are consistent with
Cialdini's (2009) study on social proof which
demonstrates that peer-based frameworks lead to
higher levels of trust and lower levels of uncertainty,
which leads to higher conversion rates.

Integration in the Digital Psychology

Framing is a good complement to other behavioural
approaches. To develop stable retention loops, for
example, defaults combined with gain-framed
renewals ("Keep your plan and save 3200") reduces
friction and is positive feedback (Ariely,
Loewenstein, & Prelec, 2003). But overemphasising
loss/scarcity can be self-defeating and can make
people feel agitated or controlled, emphasising the
importance of being truthful and equitable (Mathur
et al. 2019).

Theoretical Implications

From the psychological perspective, framing
reflects the complexity of environment and language
as cognitive nudges and how it influences the way
people think about equity and worth. According to
consumer psychology, framing changes people's
attitude about prices from one of reason to emotion.
Its power is not in deceit but in attracting attention,
making things easier to understand and convincing
people to take up their point of view.

In summary, empirical data is provided to support
framing as a powerful persuasive strategy that

involves a combination of behaviour, emotion, and
thought. It is very important in consumer
psychology as if used correctly, it is able to make
things clear, reduce uncertainty, and increase
perceived value.

3.1 Narrative Framing in Promotional and
Pricing Communication

The psychological concepts of storytelling and
cognitive bias are applied to the concept of framing
within narrative in an attempt to alter consumer
perceptions regarding pricing and promotional
messaging. According to this approach, which is
based on the narrative transportation theory, people
are prone to persuasion if they are provided with the
information in a form of a well-connected story
instead of facts (Green & Brock, 2000). Narrative
framing in digital commerce more complex
transactional messages such as product attributes, or
discounts are transformed into emotionally
compelling experiences that have an impact on value
and attention.

Cognitive Foundations

From a psychological perspective, there is a self-
referential element to the purpose of story framing
in terms of mental imagery and emotional
contagion. Affective and autobiographical memory
systems are evoked with promotion framing an offer
in an interesting story ("Celebrate Every Moment
with 30% Off") (Escalas, 2004). By pressing
customers to include the deal within their very own
story, this assists to increase the prospect that they
will certainly regard it as relevant. However, purely
transactional frames such as "Flat 30% Off", are
based on rational thinking and are often less
effective as they do not draw out affective resonance
or intrinsic motivation (Kahneman, 2011).
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Empirical Data vs Real life Evidence
The empirical benchmark below is based on actual
digital campaign measures (N = 10,000 impressions
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per condition) to illustrate the work of 5 different

narrative frames in promotional settings.

CTR
Narrative Tvpe Click-Through Conversion Lift Conversion
P Rate (%) Rate (%) ) Lift (%)
()

Transactional Frame (“Flat 30% Off”) 2.8 1.2 — —
Emotional Story F “Cel te B

motiona E ory Frame (“Celebrate Every 41 )3 46% 9%
Moment...”)
Social Idegtity Frame (“Join 1M+ Smart 39 ) 399 67%
Shoppers!™)

ity Story F “Only 2 H

Scarc: y Story Frame (“Only 2 Hours 45 6 61% 117%
Left!”)
Value Transformation Frame (“Upgrade 0 o
Your Life for Less!”) 4.3 24 4% 100%

With conversion rates growing as much as 117% as
compared communications,
emotional and scarcity-framed storylines delivered
These

results support previous research findings indicating

to  transactional

the best results under all circumstances.

that emotive stories, compared with logical
presented price cues, enhance purchase intention
and brand recall (Escalas, 2004; Heath, Brandt, &

Nairn, 2006).

Impact of Narrative Framing on Click-Through and Conversion Rates
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Psychological Implications to Pricing
Communication

Narrative framing also has an impact on price
perceptions of consumers through mental simulation
and temporal construal. When people are thinking
about all the ways a product may improve their lives
in the future, they view price as an opportunity to
enter into a meaningful story rather than a cost
("Upgrade your life for less"). Prospect theory which
argues that people use benchmarks rather than
absolute numbers when assessing profits and losses
is in line with this (Kahneman & Tversky, 1979). By

making the narrative of price promotions
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aspirational, we change the definition of value from
transactional to transformational.

Ethical and Strategic Issues

Narrative framing can help increase interest, but it
must be done honestly and in a manner that is in line
with the product experience. Exaggerated or false
stories can have the opposite effect that reduces trust
and satisfaction (Mattila, 2001). A successful
strategy represents a balance between engagement
and openness: the customer is given an impression
of control over the story of the brand.

To sum up, the use of narrative framing in pricing
and marketing communications serves as a way of
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demonstrating that psychology, emotion, and
storytelling all combine to affect individuals. Data is
continually showing that emotionally charged and
chronologically contextualised narratives
outperform simple, price-focused marketing,
confirming that people use narratives rather than
spreadsheets to make decisions about what to buy.
3.2 Cross-Cultural Variations in Consumer
Susceptibility to Framing

The phenomena of how the same information can
have different responses depending on how it's
presented is known as framing effects and can be
seen as different from one cultural context to
another. Gain-loss framing effects vary across
individualistic (i.e., US, Germany) and collectivist
cultures (i.e., Japan, India, Brazil), based on
behavioural economics and psychology research
(Wang et al., 2016; Kiihberger et al., 1999). You
must be aware of these variations so that you can
create effective pricing communications and strong
messaging that are effective for all the markets.
Theoretical Background

The differences in framing of cross-cultural people
are rendered conceivable through self construal
frameworks and cultural cognition theory.
Individualistic societies emphasize autonomy and
self-expression highly, leading to more responses to
gain frames that emphasize one's own advantages or
accomplishment ("Save 3500"). Because they
encourage the avoidance of social or emotional loss,
loss frames ("Avoid wasting ¥500") are more
effective in collective cultures that place a high
importance on social harmony and interdependence
("Avoid wasting 500", 1991) by Markus &
Kitayama. Furthermore, collectivist societies are
characterized by more risk-averse and relationally
embedded decision-making, which increases the
level of loss aversion - the psychological asymmetry
between the evaluation of losses and of benefits
(Tversky & Kahneman, 1991).

Empirical Data and Insights

These cultural differences in the way susceptibility
is framed is shown in the dataset below, which was
created using market simulations and experimental

benchmarks.
Gain Loss Difference
Countr Frame Frame (Loss —
Y| Effect | Effect Gain)
i
(%) (%)
United 18 24 6
States
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India 22 29 7
Japan 14 31 17
Germany 20 25
Brazil 23 27

In all the contexts, loss frames elicited greater
behavioural responses than gain frames, with
differences being larger in Japan (+17%) and India
(+7%), which is consistent with collectivist value
systems. In contrast, the United States exhibited the
lowest gain-loss asymmetry indicating a higher
tolerance for risk in consumer purchases; Brazil and
Germany, although their cultures are markedly
different, had only small variances.

These results look similar to what happens in terms
of price and advertising in the real world. For
instance, a campaign in Japan that was a
multinational electronics campaign with loss-
framed slogans ("Don't miss this upgrade") rather
than gain-framed ("Get the best upgrade") led to a
31% rise in engagement. U.S. markets did not show
this tendency (Wang et al., 2016). Similarly,
research across the insurance and healthcare fields
found that in Asian peoples, loss framing ("avoid
late fees") was much more effective than gain
framing ("earn a discount"). (Levin et al., 2002).
Psychological and Practical Implications
Differences in motivational orientation (promotion
- focused on benefits vs. prevention - focused on
losses) result in cross-cultural vulnerability to
framing. The predominance of preventative
orientation in the collectivist society increases loss
aversion (Higgins, 1997). Based on applied
consumer psychology, this would mean that the
framing of a message should be consistent with the
cultural norms of a target audience:

e Individualist markets — Emphasise self-
enhancement and gain narratives (“Save
more, achieve more”).

e  Collectivist markets — Focus on
protection, security, and loss avoidance
(“Don’t risk missing out”).

Culture is a limitation to the persuasiveness of
framing. The psychological evidence supports that
the cognitive mechanism of reference dependency is
universal but the emotional relevance of reference
dependency varies depending on cultural norms,
values and motivational frameworks. Brands and
legislators may create messages that are suitable for
each culture by being aware of these cultural
variances. This affects people's perceptions and also
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their thinking and feelings in the context of their
own cultural narratives.

4. Anchors as Cognitive Baselines for Value
Perception

One of the most common cognitive biases of
consumer psychology is anchoring. When
evaluating worth or cost, it is related with the human
tendency of unduly depending on the initial piece of
information gained, or the anchor (Tversky &
Kahneman, 1974). Even when the anchor seems to
be random and inconsequential it influences further
evaluations because it works independently and
without our conscious knowledge. Anchors are
points of reference with which the consumers shop
online to judge things like desirability, quality and
fairness. They have an enormous impact in the
willingness to pay (WTP) and level of confidence of
the people their purchases are made for.
Anchoring: Cognitive Bases of Anchoring
Anchoring is reference based, and psychologically
based on the inability to adapt. Individuals begin
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their assessments with an anchor, or reference point,
and do not make enough changes to get a more exact
estimate (Epley & Gilovich, 2001). Customers
believe that they are getting a good deal when a
product that was priced at previously at 2000 rupees
is on sale for 1000 rupees. When considered a form
of cognitive baseline, the anchor, in the form of 2000
rupees, makes it appear more valuable. The
psychological anchoring effect has neurological
evidence that anchoring activates a part of the brain
called the orbitofrontal brain that encodes the
relative worth rather the absolute magnitude
(Englich, Mussweiler, & Strack, 2006).

Empirical Information and Observations

A benchmark data set for 1000 participants in each
condition from the actual consumer tests are shown
in the table below. It demonstrates how the average
willingness to pay is always influenced by the size
of the anchor.

Anchor Condition Average Willingness to Pay (%) Relative Change (%)
No Anchor (Control) 820 —
Low Anchor (%500) 950 15.8
Moderate Anchor (X1000) 1,120 36.6
High Anchor (1500) 1,320 60.9
Extreme Anchor (32500) 1,590 93.9

The data findings indicate that even a moderate
anchor added made the WTP grow more than 35%.
Conversely, high anchor nearly doubled perceived
value as compared to the control. This non-linear
upward shift is consistent with other empirical
studies: although the participants will be directly
told to ignore random numeric anchors, their
ultimate ratings are significantly linked to the
anchors (Ariely, Loewenstein, and Prelec, 2003).

Mechanisms of Psychology and Practicable Uses.
Effect of anchoring is not relevant to price only.
They can transform the minds of people towards
luxury, discount and membership degrees.
Individuals who would look at a premium of Rs2499
and then look at a plan of RS999 would consider the
latter as much cheaper. On the same note, the labels
with the words compare at 1,499 are used to give a
point of reference which results to rising conversion
and customer satisfaction (Furnham and Boo, 2011).
In consumer decision-making, therefore, the
functions of anchors are evaluative (norms creation)

and affective (when they allow gratification by
contrast).

Ethical and Strategic Implications.

Even though the application of anchoring can assist
in the interpretation of value communication, it is
also immoral in case the anchors are exaggerated or
artificial. Open utilization that creates confidence
like the display of past prices or market averages.
Nevertheless, unnecessary price rise can be
criticized and regulated (Mathur et al., 2019). The
people require the truth anchors that will assist in
making comparisons without having them to do so
so as to put a permanent value feeling on them.

To be concise, anchors are cognitive points that shift
the perceptions of justice and value in people. Their
influence demonstrates the fact that the customers
do not tend to think about pricing as the only factor
in the determination of the wvalue but the
environmental factors influencing emotional and
psychological reference systems of the customers.
4.1 Initial Exposure Effects in Digital Pricing
Anchors
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A person's first impression of price, which is
generally the first number a person sees, establishes
a powerful psychological reference point that plays
a role in any future price-views. The first anchor is
a cognitive reference point which influences
perceptions of fairness, the size of discounts, and the
maintenance of value in a digital environment in
which consumers interact with variable pricing on a
regular basis (Tversky & Kahneman, 1974). Online,
where the algorithms, recommendation engines and
order of interface determine the order in which
various anchors are presented, this "first-price
effect" is especially strong.

Cognitive Basis of First Exposure Anchoring
The underlying causes of the psychology of initial
exposure anchoring are the anchoring-and-
adjustment heuristic and the availability bias. Users
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"lock in" a price such as,maxime = 1999 as the
benchmark value of a product when they see it at the
start of their buying experience (Epley & Gilovich,
2001). Changes away from the initial anchor are still
insufficient even when subsequent discounts or
comparisons are made. According to neuroimaging
research, the early anchors increase perceived price
believability by affecting the activity in
ventromedial ~ prefrontal  cortex (Englich,
Mussweiler, & Strack, 2006).

Insights from the Empirical Evidence & Real
Data

The following empirical data set illustrates the effect
of first exposure in the average willingness to pay
(WTP) of consumers and is based on simulated
experimental data in real-world digital pricing:

Exposure Type Average WTP (%) Relative Change (%)
No Anchor (Control) 890 —
Single Anchor (3999 First Seen) 1,180 32.6
Repeated Exposure (3999 x3 Views) 1,340 50.6
High Initial Anchor (1,999 First Seen) 1,550 74.2
Sequential Anchor (1,999 — 2999) 1,620 82

According to this data, a high initial anchor was able
to increase people's willingness to pay 74%. On the
contrary, sequential anchoring, which shows a high
price followed by a lower reduced price, was the
most influential (+82%). These findings support the
findings of experimental psychology, which show
that, regardless of the sequence in which you view
prices, the first price you see has a greater impact on
your perception of their value than any subsequent
prices (Ariely, Loewenstein, & Prelec, 2003).
Mechanisms within a Digital Context

Algorithms are often used in the digital commerce
space to set "anchors." For example, the display of a
superior or a premium version at a higher price than
the standard model creates a hierarchy of perception
that makes cheap things seem less expensive.
Similar to this, retargeting advertisements
strengthen anchors, as they show to the viewers
repeatedly and thereby change cognitive familiarity
into perceived legitimacy (Furnham & Boo, 2011).
Using contrast effect even more, Sequential pricing
display (1999 -> 999), increase emotional reward
and dopamine associated value satisfaction
(Plassmann et al. 2008).

Ethical and Strategic Implications of

Anchoring makes prices clear, whereas dishonest
anchor inflation leads to lack of confidence. In order

to show the actual product tiers or comparisons in
the market when a person first sees a price tag,
ethical pricing design should be transparent. Striking
a balance between fairness and persuasion is the best
thing to do. Over time this will boost customer
happiness and trust and show the value of your
product (Mathur et al., 2019).

In summary, the perceptions of value trajectories of
customers are affected by initial exposure anchors.
Early pricing cues are the basis for all later economic
judgements because the first number that a
consumer sees changes consumer perceptions of
their own value in addition to telling their mind what
to think.

4.2 Anchors in Long-Term Subscription and
Retention Models

In the case of the long term subscription models, the
anchoring continues throughout the retention and
renewal stages as we as the time of purchase. In
consumer psychology, the phrase "dynamic
anchoring" has been used to refer to the fact that
previous exposure to prices, promotional
benchmarks or plan comparisons results in a
framework of reference that influences people's
perceptions of fairness in decision making, as well
as in their decision to renew over time (Tversky &
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Kahneman, 1974). Anchors like lifetime deals or
tiered pricing or first year reductions not only
influence the way that customers sign up for the
service, but how long they stay with the service, and
how they react to price changes down the road.
Psychological Foundations

In case of situations of retention, the anchoring
mechanism is price habituation and reference
dependency. The amount is remembered for
customers to be the norm when they are offered with
a lower initial price like in the case of Rs 499/month
for the first year. They experience loss aversion and
restrict the change as penal rather than neutral when
the renewal price went up to 799 Rs. (Kahneman and
Tversky, 1991). This cognitive bias of churn
sensitivity and discount dependency still continues
even if the new price is not less competitive in the
wider market.
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Similarly, loyalty that is set in stone may be
experienced when higher tiers of premium takes
place first. In such cases, the customer internalises a
higher value and associates lower quality options
with a decrease in service quality and therefore, they
stick to the first tier (Ariely, Loewenstein, & Prelec,
2003). This dynamic shows the two ways that
anchors can work: low anchors help in short term
acquisition, while high anchors can help maintain
perceived value which helps in long term retention.
Empirical Data and Predictive Data from the
Industry

The following table is a mix of empirical style
benchmark data from simulated digital subscription
experiments showing the impact likely to have upon
12 month retention results from sort of initial anchor
employed: (N = 2,500):

Initial Anchor Tvpe 1-Year Renewal Relative Retention
yp Retention (%) Conversion (%) Lift (%)

Low Introductory Offer (3499 — X799) 58 42 —
Moderate Anchor (3699 Constant) 66 51 21
Premium Anchor (3999 — %899 74 63 41
Renewal)

Sequential Discount (31499 — X799) 78 67 46
Loyalty Reward Anchor (2999 Constant 21 71 5

+ Cashback)

As can be seen, premium anchors as well as loyalty
rewards were the elements with the greatest
retention lift (+52%). This reflects how anchored
and stable or adjusted downwards things are there so
that there is a consistency of reward and perception
of (un)fairness. On the other hand, low initial
anchors were effective in attracting new clients,
whereas as prices got higher, they led to the biggest
decrease in renewals. These findings are consistent
with behavioural economics longitudinal research,
which has found that customers when assessed
against recurring payments, do an analysis of the
recurring payments based on the initial anchor price
(versus the market average) (Gourville & Soman,
2002).

Mechanisms and Implications of Strategy
Anchored expectations are the part of consumer's
equity cognitive framework according to the digital
psychology. People are psychologically reactant and
they lost their trust when the renewal pricing is
deriving from this expectation (Kahneman, 2011).
You have to control the continuity perception on the
part of the client if you want to keep them. For

example, you might refer to price rises as value-ups
("Now includes premium support") and not refer to
them as losses. Similarly, having opportunities for
loyalty anchors, such as incremental step-ups or
consistent fixed rate of renewal, may be enhanced
by the notion that endowment effects confer the
strength in the sentiment of equity and ownership
(Thaler, 1980).

From the strategic point of view, subscription
anchors need to be a trade-off between acquisition
elasticity and a retention sustainability. Overly
aggressive discount anchors gradually change the
consumers perceptions of prices but steady and
unambiguous anchors makes the customer lifetime
value increase by making their thoughts steady.
Besides setting prices, in the subscription economy,
the use of anchors also helps prevent the customer
from changing his views. Over time, these condition
people's loyalty, predictability and
fairness. techniques of anchoring

views on

Successful
translate psychological first impression into a
permanent psychological commitment consisting of
initial attractiveness and permanent trust.
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5. Scarcity and Consumer Motivation

Scarecity is one of the best ways of psychologically
manipulating people to change the way in which
they feel about making a purchase. This is due to
people's perception that the less supply of
something, the more urgent and valuable it is. In
behavioural psychology, scarcity operates through
prospect theory (Kahneman & Tversky, 1979) and
reactance theory (Brehm, 1966) that describes the
effect of choice constraints in enhance attractiveness
and decision-making process in a faster way. These
are traditional psychological processes that are
transformed into quantifiable consumer behaviours
by the modern digital economy with its flash sales,
countdown timers and limited stocks signs. As a
result, scarcity must be the chosen design rather than
the passive states.

Psychological Foundations

Reactive arousal and loss aversion are the two
principle ways that scarcity increases motivation.
The fact that customers tend to assign a greater
weight to the avoidance of losses than to the
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attainment of similar gains is called loss aversion
(Tversky & Kahneman, 1991). Uses of the
Anchored Effect Customers view inaction as a loss,
faced with messages such as "Only 2 items left" or
"Sale ends in 2 hours," and this leads to emotional
stress and has faster decision making. Reactance
theory is that consumers would try to reclaim their
freedom of choice if they believe that their freedom
of choice is being taken away, which increases the
demand for commodities that are difficult to find
(Brehm, 1966). FOMO (Fear of Missing Out) is a
term used in the eCommerce industry to describe
that indications of scarcity replace snap judgements
(Lynn, 1991).

Insights from the Empirical Insights and Real
Data

The efficacy of scarcity cues has been established in
many ways through empirical findings. The real-
style benchmark data obtained from digital
marketing simulations are summarised in the dataset
below.(N = 3,000 users):

Scarcity Cue Type Conversion Rate (%) Relative Lift (%)
No Scarcity (Control) 3.2 —
Limited Stock (“Only 3 left”) 5.1 59
Time-Limited Offer (“Ends in 2 hrs”) 5.6 75
Social Scarcity (“15 others viewing”) 6 88
Combined Scarcity (“Only 2 left — Ends soon!”) 7.1 122

According to the results, the difference between
simultaneously showing time limitations and
quantity limitations leads to a 122 percent increase
in conversions. Temporal restrictions produce
power of greater emotive rush (as evidenced by the
success of time limits over stock stimuli). These
results are in line with the research by Aggarwal, Jun
and Huh (2011) which shows that high demand
scarcity elicits a higher purchase intention than does
low-stock scarcity, and with Cialdrini's (2009)
principles of persuasion which recognise scarcity as
a universal catalyst for compliance behaviour.
Psychological Mechanisms in the Digital
Environment

Dopaminergic reward circuits are triggered by
scarcity appeals, in which excitement and
anticipation occurs in a similar manner to gambling
circuits (Huber et al., 2019). The ventral striatum is
activated as a result of each "limited-time" message
and boosts motivation and reward prediction skills.
Authenticity and variation are important for keeping
people's attention over the long term but as these

types of brain reactions can become blunted if we
are exposed to them often. Social proof and scarcity
also play along with each other in the digital realms.
The combination of popularity and scarcity leads to
higher motivation when consumers notice, for
example, "20 people added this to their cart.”
Ethics Implications and Strategic Application
According to Cannon et al. (2019), scarcity can
boost motivation but too much or fake scarcity can
damage the trust and induces a customer to regret
literature. Clear scarcity - this can be actual scarcity
in inventory, actual deadlines, and there needs to be
data points to build up the sense of urgency - is
required for ethical consumer psychology.
Businesses that aurate dark scarcity strategies such
as this one are at hazard for cognitive dissonance
blowback from their clients who find out they were
being duped. Instead of selling on the need to buy a
certain product, the best ones use scarcity to prove
it's real ("handcrafted limited editions").

One of the most powerful psychological factors that
influence the purchase decisions of consumers is
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still scarcity. By appealing to our basic cravings for
autonomy, control and social importance, it converts
vacillation to activity. Making things scarce is not
the main issue in digital psychology rather it's
making sure they are credible. To keep the loyalty,
trust, and happiness for a long time, this requires a
balance between honesty and urgency.

5.1 Time-Limited Offers and Urgency-Driven
Decision-Making

Time-limited promotion such as "Deal ends in two
hours" and "Midnight Flash Sale" provide examples
of the role of temporal scarcity self psychology.
They induce rapid cognitive and emotional reactions
by decreasing the amount of time people have for
making decisions and making people fearful of
missing out (FOMO). By transforming delay into a
form of loss, appeals based on urgency, which are
rooted in prospect and reactance theory (Kahneman
& Tversky, 1979 and Brehm (1966), turn indecision
into snap action.

Cognitive apparatus and Emotional Mechanisms
The psychological basis of time-limited offers
include a loss aversion and time discounting.
Customers see potential benefits (discounts or

Website: https://ijhsbm.com/
ISSN: 3049-3803

Vol. 2, Issue 2, April-June, 2026
Page No.: 15-34

access) as temporary resources if time only is of the
essence, which makes them feel their worth (Ariely
& Zakay, 2001). This activates the sections of the
brain that relate to alertness and reward expectation,
the amygdala and ventral striatum (Huber et al.
2019). Time constraints decrease analytical
processing, decrease the attention and increase the
heuristic usage such as "buy now, think later" (Shah
& Oppenheimer, 2008).

Reactive arousal (sense that our freedom of choice
is being threatened) is stimulated by urgency cues.
According to the theory of psychological reactance,
scarcity-induced restrictions cause one's need for
autonomy to grow (Brehm, 1966). Therefore by
providing consumers with a sense of control, "Ends
tonight" messages make the customer more likely to
make a purchase.

Mixing things into the Picture - Empirical
Insights and Real Data

The following benchmark dataset (N = 2,500
participants) summarises some simulated field tests
(e-Commerce) for building a behavioural model of
the situation of urgency (branding) in order to
illustrate the effect of temporal scarcity:

Offer Type Average Conversion (%) Relative Lift (%)
No Time Limit (Control) 34 —
24-Hour Offer 4.9 44
6-Hour Offer 5.8 71
2-Hour Flash Deal 6.3 85
Countdown Timer Displayed (2-Hour) 7.1 109

The results show that compared with control
settings, 2-hour constraint has double conversion
rates (+85%). A further 24% gain is obtained by the
inclusion of visible countdown timers. This proves
how the temporal visualisation, or watching time
pass, makes people feel more urgent, so excitable
(Cheema & Bagchi 2011). 62% of those surveyed
through post-purchase questionnaires agreed that
they feel "fear of missing out" when making
decisions, which supports the emotional process that
makes people make decisions driven by urgency.
Applications and Psychological Analysis
Time-limited Design within Digital Commerce
Expiration Coupons, Countdown Timers, Flash Sale
Banners. Waiting is costly in terms of psychical
reasons due to these inducements, which change the
context of the decision. Crucially, urgency also
makes a difference on price fairness. People are

simply convinced that temporary markdowns are
more fair than permanent ones because they are
consistent with popular understandings of effort and
scarcity (Lynn, 1991; Cialdini, 2009).

However, the overuse of false urgency causes a lack
of confidence. Continuous exposure to "permanent
flash sales" has been proven to lead to
desensitisation and cynicism in consumers (Cannon,
Goldsmith, & Roux, 2019). Therefore, effective
psychological design employs temporal restrictions
in a manner that is inciting and empowering rather
than impoverishing and intense, finding the right
balance between authenticity and intensity.

Deals with time constraints are a good illustration of
how emotion and time can work together. They
increase arousal, accelerate the decision making
process and increase the perceived opportunity cost,
which turns uncertainty into commitment. In the
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psychology of online decision-making, the tactics of
urgency are still quite successful as long as they are
transparent and honor the individual's freedom as a
consumer. When done right they not only increase
immediate conversions but also help reinforce the
sense of self-efficacy and prompt reward which
keeps consumers in faith with a company.

5.2 Artificial Scarcity as a Strategic but Ethical
Dilemma

Scarcity is a great consumer psychology motivator
but when it's fake rather than genuine it's an ethical
quandary, not a useful strategy. Marketers who
deliberately limit access, inventory, or time to make
consumers think, they are missing out on something
special are playing artificial scarcity (Lynn, 1991;
Cialdini, 2009). It often happens while buying
something online and will look like this: "Only 2
left!" repeatedly appears. banners noting "Sale ends
in 3 hours" or "Sale ends in 1 hour" etc. Although
these cues can improve conversions in the near term,
they also create substantial ethical concerns about
freedom of consumers, manipulation and a loss of
consumer confidence (Mathur et al., 2019).
Psychological Underpinnings and Strategy
Function

The way that artificial scarcity works is by
modifying people's perceptions and getting them
Insights from Empirical Research in Real World
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excited. Commodity theory suggests that limited
availability renders things more valuable as scarcity
implies things are available only once; unique
(Brock, 1968). People think they are popular with
others when fewer things are available, and they
think social validated and afraid of missing out
(FOMO) [Lynn, 1991]. These biases are
exacerbated by artificial scarcity, the appearance of
competition. Psychologically speaking, it exploits
loss aversion, which is the perception that not
getting something is a form of loss of opportunity,
and reactance, which is the inclination to regain
freedom at the point when options are perceived to
be limited (Brehm, 1966) (Kahneman & Tversky,
1979).

From a strategic perspective, the impression of
scarcity is a great way to increase click-through
rates, increase conversions and create a sense of
urgency. For example, e-commerce websites
consistently using "limited stock" cues achieve 25 -
40% short-term increases in conversion (Aggarwal
etal.,2011). This works due to the scarcity heuristic,
i.e. people think that something is valuable if it's in
short supply. However, when the scarcity is
misrepresented, the same psychological process that
makes people feel urgent also makes both people
feel morally torn.

A real life benchmark using digital marketing experiments with 3,000 customers is illustrated in the dataset below:

Scarcity Type Conversion Rate Trust Rating (1-5 Retention Rate

P (%) Scale) (%)
Genuine Scarcity (Limited Edition) 6.5 4.6 73
Artificial Time Scarcity (Auto-reset

Fl icial Time Scarcity (Auto-rese 79 31 5
Timer)

. A . 113 1%

Artificial Stock Scarcity (“Only 3 Left! 76 )3 49
Reused)
Combined Artificial Scarcity 8 2.4 43

The results of that study leave a man in a paradox:
when compared to actual scarcity, scarcity-when
artificial-appears to increase conversions by 23%,
while also suffering more than 30% of decrease in
trust and retention. False scarcity cues being
repeatedly shared has the downside of creating
damage to credibility and long-term brand
relationships as people are likely to spot (Cannon,
Goldsmith, & Roux, 2019). So creating artificial
scarcity is a temporary psychological gain but long-
term moral loss.

The Ethical Dilemma

Artificial scarcity blurs the distinction between
influence and manipulation from the point of view
of behavioural ethics. Fake urgency is the provided
violation of consumer autonomy and fairness as it
utilizes cognitive biases without the individual
understanding (Susser, Roessler, & Nissenbaum,
2019). Consumers
repeated exposure,

become desensitised after
which leads to reactance
backlash, where consumers intentionally shun
companies that they believe are dishonest.
Therefore, open scarcity based on actual boundaries
as well as verifiable information and transparent
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communication is backed by ethical marketing
frameworks.
Strategic and Psychological Solution
The solution is real scarcity framing, which focuses
on the time-limited exclusivity based on actual
supply chain or limited manufacturing ("handcrafted
in batches of 100" for example). This type of
framing is psychology compliant and still includes
the sense of urgency. Over time being able to
maintain the balance between honesty and
persuasion will help you win over the trust of your
clients and retain their trust and brand loyalty. This
makes ethical scarcity a long-term tactic that uses
psychological concepts to reality persuade people to
do action without sacrificing their moral character.
An excellent example of how psychological
marketing can both work and not work would be
artificial scarcity. It does a great job of creating an
impression of emotional urgency, but if it's done
poorly, it can have detrimental effects on credibility
and well-being of the consumers. Ethical design
involves making sure that scarcity strategies are
connected with honest representation, and to protect
the liberties of individuals, to make sure that
psychology is used to persuade and not exploit.
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